CC Docket No. 02-6
Request for Review

Rowan County School District
121 East Second Street
Morehead, Kentucky 40351

February 19, 2008

Marlene H. Dortch, Secretary

Federal Communications Commission
Office of the Secretary

9300 East Hampton Drive -
Capitol Heights, Maryland 20743

This is a letter of appeal of an Administrator’s Decision on Appeal — Funding Year
2007-2008, dated December 27, 2007, made in reference to a funding decision from the
SLD, dated July 26, 2007.

Contact person for this appeal: Jeff Grubb
121 East Second Street
Morchead, KY 40351
Telephone: 606-784-8928
FAX: 606-783-1011
Email: jeff.grubb@rowan.kyschools.us

Applicant (Billed Entity): Rowan County School District
Form 471 Application Number: 549274

Billed Entity Number: 128785

FRN: 1596737

Under a contract dated January 26, 2007, Applicant leased from Service Provider, a wide
area network that provides Ethernet connectivity to seven (7) of Applicant’s school sites
and one (1) of Applicant’s administrative buildings.

The service has a non-recurring charge of $225,750 for capital investment recovery by
Service Provider (the “Up Front Charge”).

By letter dated May 1, 2007 (the “PIA Letter”), the SLD advised that 4/5 of the Up-
Front Charge is “ineligible” because it is “outside the funding year”. Because this is the
only information provided in the PI1A letter, Applicant does not know the SLD’s basis
for its position. A copy of the P1A Letter is attached.



The PIA letter requested a reply from Applicant, which was sent by Applicant to the
SLD on May 14, 2007,

Then, on July 26, 2007, the SLD issued a Funding Commitment Report. In that Report,
the SLD advised as follows: “The dollars requested were reduced to remove: the
ineligible service: 4/5 of the one time charge outside of the funding year.” A copy of
the referenced page from that Funding Commitment Report is attached.

Finally, on December 27, 2007, an Administrator’s Decision on Appeal — Funding Year
2007-2008 was issued which stated that the appeal was denied because Applicant had
referenced the fact that paying the non-recurring charge would effectively reduce the
monthly recurring charge. A copy of the Administrator’s Decision on Appeal — Funding
Year 2007-2008 is attached.

Based on the information provided, Applicant offers the following:

Pursuant to the WAN Fact Sheet, as provided on the SLD website, Paragraph 5 provides
that “Eligible telecommunications services and internet access can include service
provider equipment costs and/or a non-recurring charge for capital investment by the
service provider.” In our case, Service Provider’s non-recurring charge for capital
investment costs is $225,750 and is an eligible charge as reflected in the WAN Fact
Sheet. Applicant’s previous statement that the non-recurring charge would effectively
reduce the monthly recurring charge is irrelevant in the analysis of whether the non-
recurring charge for the Service Provider’s capital investment costs is eligible.

In addition, Paragraph 5 of the WAN Fact Sheet also provides that “Eligible
telecommunications services and internet access can include service provider equipment
costs and/or a non-recurring charge for capital investment by the service provider.
However, in cases where the up-front or non-recurring charge is greater than $500,000,
this charge must be pro-rated over three years.” In our case, Service Provider imposed
an Up-Front Charge for capital investment recovery; but that Up-Front Charge is only
$225,750, which is well below the $500,000 threshold. Yet, the SLD is requiring that
this amount be pro-rated over the entire five (5) year lease term.

Following our review of the other eligibility requirements, we have been unable to locate
any other regulation that would require an Up-Front Charge to be payable over the term
of the lease and the SLD has been unable to point us to one.

For the foregoing reasons, Applicant respectfully requests that the FCC reconsider its
Funding Commitment Decision and, consistent with the SLD’s rules, fund all of the Up-
Front Charge (as opposed to 1/5 of it) in the 2007 Funding Year by increasing the
approved amounts for that period from $97,388.12 to $236,450.12.



Thank you for your consideration and support of the Rowan County School District.

Sincerely,

Jeff Grubb
District Technology Coordinator




Form 471 RAL Line Item Report

FRN: 1596737

Foxrm 471 Appllcatlon Number: 549
Form 470 AEEI cation Number: 372
Name of Bi

Billed Entity Number: 1287
Address of Billed Entity: 121
Telephone Number of Bil ed Entit
Name of Contact Person: Jeff Grubb
Telephone Number of Contact Pers
Category of Service: Telecommuhi
Contract Number: service order
Billing
Allowable Vendor Selectlon/Contr
Contract Award Date: 01 2 007
Service Start Date: 074

Contract Exgiratlon Da e OGéSOé
Pre-discount Anount:

Discount Percentage Requested 7
Funding Commitment Regdest: 5236,

471 RAL

Account Number: 606- 78413

274

340000600245
E 2ND ST, MOREHEAD
% (606) 784-8928

on: (606& 784-8928
cations Service

1

8928

act Date: 12/28/20
2012

7éSD 12

Page 21 of 68

ed Entity ROWAN COUNTY SCHOOL DISTRICT

KY 40351-1669

06

03/02/2007



FUNDING COMMITMENT REPORT
Service Provider Name: C1nergg Communlcations Company
SPIN: 143001}
Funding Year: 2007

Name of Billed Entity: ROWAN COUNTY SCHOOL DISTRICT
Billed Entity Address: 121 E 2ND ST

Billed Entity City: MOREHEAD

Billad Entity State: KY

Billed Entity Zip Code; 40351 1669

Billed Entxty Number : 128785

Contact Person’'s Name: Jeff Grubb

Preferred Mode of Contact: EWAIL

Contact Information: ﬂeff grubbgrowan .kyschools.us

Form 471 Ap plica ion umber

Funding Request Number:

Funding Status Funded

Categoxx of Service: Telecommunications Service

Form 47 Applicatxon NUmber 372340000600245

Contract Number: service oxder #1

Billing Account Number: 606-734 8928

Service Start Datet 07é 007

Contract Expiration Date: 06/30 2012

Number of Months Recurring Service Provided in Funding Year;

Anmnual Pre-Discount Amount for Eligible Recurring Chafges: §81328 08

Annual Pre-Discount Amount for Ellglble Non-Recurring Charges: $45150 00

Pre-Di scount Amount: 8.08

Applicant's Discount ercenta e A Brove K SLD: 17

Funding Commitment Decision: $973 ap roved modified by SLD

Funding Commitment Decision Explanation: The dollars requested were reduced to

§emova- the ineligible gervice: 4/5 of the one time charge outside of the funding
ear.

FCDL Date: 07626/2007
Wave Number: 012 . .
Last Allowable Date for Delivery and Installation for Non-Recurring Services: 09/30/2008

FCDL/Schools and Libraries Division/USAC Page 6 of 15 07/26/2007



USAC

Universal Service Administrative Company Schools and Libraries Division

5-1-2007

Jeff Grubb

Rowan County School District
(606) 784-8928

Application Number(s): 549274

Response Due Date: 5-16-07

The Program Integrity Assurance (PIA) team is in the process of reviewing all Funding Year
2007 Form 471 Applications for schools and libraries discounts to ensure that they are in
compliance with the rules of the Universal Service program. We are currently in the process of
reviewing your Funding Year 2007 Form 471 Application. To complete our review, we need
some additional information. The information needed to complete the review is listed below.

1} Based on documentation that you have provided, we have determined that
FRN1696737 includes ineligible items. According 1o program rutes, USAG is
unable to fund ineligible products or services. The charges associated with
ineligible items must be identified and removed. Listed below are the ineligible
items and their assoclated costs:

4/5 of the 1 time charge that is outside of the funding year $180,600

Please confirm if you agree with the cost allocation. If you do not agree with the
cost allocation that we have produced, you must provide an alternative cost
allocation identifying the cost(s) for the ineligible item(s).

if you do not respond within 15 days the FAN will be modified to remove the
ineliglble items.

For further information, see “Cost Allocation Guidelines for Praducts and
Semces Iocated in the Reference Area of the SLD Web site at:
licants/step06/cost-allocation-quidelines-

products~semces aspx.

It is important that we receive all of the information requested within 15 calendar days so we
can complete our review. Failure to respond may result in a reduction or denial of funding.
If you need additional time to prepare your response, please let me know as soon as
possible.

Should you wish to cancel your Form 471 application(s), or any of your individual funding
requests, please clearly indicate in your response that it is your intention to cancel an application
or funding request(s). Include in any cancellation request the Form 471 application numbet(s)



and/or funding request number(s), and the complete name, title and signature of the authorized
individual.

Thank you for your cooperation and continued support of the Universal Service Program,

Brian Coots ,

Program Integrity Assurance

USAC, Schools and Libraries Division
Phone: 973-581-7540

Fax: 973-599-6579

E-mail: Bcoots@sl.universalservice.org
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Universal Bexvice Administrative Company
Schools & Librarizs Division

Administrator’s Decislon on Appeal - Funding Year 2007-2008

December 27, 2007

Jeff Crrubh
Rawan County Board of Education
121 East Second Street

Morehead, KY 403511669

Re: Applicant Name: ROWAN COUNTY SCHOOL DISTRICT
Billed Enlity Number: 128785
Form 471 Application Number: 549274
Funding Request Number(x): 1506737

Your Correspondance Dated: September 24, 2007

After thorough review and investigation of all relevant facts, the Schools and Libraries
Division (SLD) of the Umversal Scrvice Admumsirative Company (USAC) has made itg
decision in regard w0 your appeal of USAC's Funding Year 2007 Funding Commitment
Decision Letter for the Application Number indicated above. This Jetter explaing the
hasis of USACs decision. The dute of this letter begins the 60 day time period for
appealing this decision to the Pederal Communications Commission (FCC). It your
Letter of Appoal included more than one Application Numbor, please nole that you will
receive a separate letter for each application.

Furiding Reguest, Number(s) 1396737
Decision on Appeul: Drenied
Explunation;

s Upon thorough review of the appual letter and the relevant documentation, TISAC
has determined that the up~front charge on FRN 1596737 does not meet program
requirements for eligible up-front capital costs. According to program rules,
service provider equipment costs and/or a non-recurring charpe for captal
mveastment by the service provider is congsidered eligible up~front capital cosl.
Your reply to PIA dated Apsil 25, 2005 stated, "The non-recurring charge off
$225,750 is o one-time fee designed to lower our monthly lease rate with Cincrgy
Communications for our digital teansmission sepvices for high-speed duty
connection.” The intent behind the use of this payment option 13 to reduce the
distrigt’s monthly Jeasc rate during the term of the five year contract. As a result,
P1A reduced the one-time charge in order to remove costs associated with service
that covers the remaining four years of the contract. Based on the documientation

0 South Jelferson Rond, P.O. Dox 902, Whippany, New Jerscy 67961
Vinit us onling ut: www.isaa.ong/sl
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in the record, USAC supports the decision to reduce this funding request beeause
yotrr request included costs tor survice oceurring outside the funding year.
Cunsequently, the appeal is denied,

¢ Your FCC Form 471 indicates that some of the products and/or services for which
you requested funding are scheduled to oceur outride of the current funding year.
FCC Rules require that st of the products and/or services for which discounts are
approved be delivered within the current funding yeur. See 47 C.ILR. sec.
54.507(d), FCC Rules require that if 30% or more of the applicant’s fundinyg
request includes incligible products und/or services, then the funding request must
be denied, otherwise the funding request will be reduced accordingly, See 47
C.F.R. sec. 54.504(d).

Tf your appen] has been approved, but funding has been reduccd or denied, you may
appeal these decigions to either USAC or the FCC, For appeals that huve been denied in
full, partially approved, dismissed, or canceled, you may lile un appeal with the FCC.,
You should refer to CC Docket No. 02-6 on the lirst page of your appeal to the FCC,
Your appeal must be received or postmarked within 60 days of the date on this eter,
Failure o meel (his requirement will result in automatic dismissal of your appeal, If you
are submitting your appeal via Unired States Postal Service, send 10; FCC, Office of the
Secretary, 445 12th Street SW, Washington, DC 20554, Purther information and options
for filing an appeal dircetly with the FCC can be lound in Lthe "Appeals Procedure”
posted in the Reference Area of the SLD section of the USAC website or by contacting
the Chient Service Buresu. We strongly recommend thal you use the electronic filing
uplions.

We thunk you for your continued support, patience and cooperation during the appeul
Process.

Schools and Librarics Division
Universal Sexvice Administrative Company

106 Senueh S ferson Roml, PO Box 902, Whippany. New Jeisey 07981
Visil us unline ub: www. usac, orvsy
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Step 6: Wide Arvea Network {WAN) Fact Sheet
Leasll?g a Wide Area Network Is allgible for Schools and Libraries support but bullding or purchasing a WAN Is
tiot eligible.

This fact sheet provides formatlon on the definilion of a wide area network, examples of discounts on YWANS, the definition of intemal
_ conngotions, evaluallon of the applicant avmer prohibliion, end amorlization of capital Invasiment costa.

1. . Pelln

ap-mn

1. Daflnlllon of a Wide Area Net\vork

A wide area natwork (WAN) Is a volce, data, or video network that provides conneclians from one of more compulers or nehworks
within an ellgible school or Bbrary 1o one or mare computers or natworks that are external lo such etigible school or library. Excluded
frem this definitlon is a network that provides connaclions betwssan or among buildings of a single achao) campus or batween or.
among bulldings of a single library oullat or branch, when those conneclions do not cross a public right of way.

Faderal Communications Compmiasion rutss provide that, to the extent thal states, schools, or librariaa bulld or purchass a wide area
natwork, the coat of such wide area networks is not allgibla for supporl, However, wids area network capablliy can be oblainedas a
talscommunications aervice under the Schools and Libranes Program. Additicnally, wide area nelwork service can be eliglbla for
discount as Infoinat aceess, if loasing of the wide area network is the most cost-effeclive means of obtaining Intsrnet aceess. In thal
casg, (he service. must be lmltad sirleBy to besle condull access te the Internel.

Applicants ¢an obtaln support for the Services of wide-area networks by leasing these sarvices under the program rules lhal apply o
telecommunications services and Intemst acoess, but not by procuring WAN components as Interna) connaclions. The term "oase”
refers to arrangements whareby the ownership of the faclty remalns with the.senice provider. No ownership atiributes are
undertaken by the lesses (appiicent). Whelher or not an arrangement conslifutas a lease will be based on a review of contraciual
terms and condilions.

An understanding of how USAC dafines local araa networks, oiher internal canneclions, and wide arsa natworks is Important to
ensure that applicants submit funding raquests that eontain only eligible products end services, In addition, epplicants should
undarstand the efigibility requirements for the categories of service, such as telecommunicallons services, Intemat aceass, and
internal eonnsctions. For example, telacommunications services cen orny ba providad by an eligible telecommunicallons carder, See

Eligibla Servicas Framework for furtiter Information.

FCC rules provide that tha actual wires thet cany data across public rights-of-way ant the componenis located outside a school or
liprary facilly are WAN components and are evaluated for efigibliily under telecommunicalions services and Internel accass.
Metworking componants focated within a schoo! or library faclity are most often nternal conneclions rather Ihan WAN components.

Howaver, thera Ia an exception to th!s genaral rula. If cedaln conditions are met, componenta logated at a school or library can he
conglderad part of “and-{o-end" tafecommunications services or Inlemet access and can then be supported under thesa categorios of
servica, rather than us Internal connaclions. 8ae On-Pramise Priority 1 Equipment for futthar information.

FCC rules establish a rebutiable presumplion thal a conneclion doas not constitute an intemal connaclion If it crossas a public right-
of-way.

2, Examples of RDIscounts gn Wids Area Natworks

Example A, Assume that the compulers of a school district and library system are connected and share informallon
among the varous slies and use the network for volee lelecommunications sepvices, data iransmisslon, end Intemnet
aceass. The cannections batween tha bulldings ere Isased from an eligibls talecommunications earier, Tha price of the
connactions 1s eligible for support.

Example B. Assume thal the computers of a schogl dislricl and library system are connecled among (he various sites In
order to shara acocess to the Internel. The connections between sites are leased from & non-telecommunications carrer
such as a cable company and are tha most costaflective means of accessing the Internet. The cost of leasing the
connecllons s afigible for support as Intemet access sv lony as the service is Yimited 1o basic condult access to the
Intemet,

Example C. Assums ihal the compulers of a school district and Hbrary system are conneclad and shera Informalion
amony the varlous sites and use the netwark for voice lelecommunicalions and for the transmission of data. Tha
connections batwaen sltes were purchased and Inatalled by lhe schoo! district and llbrary aystem, These connectlons are

hitp://www.universalservice.org/sl/applicants/step06/wide-area-network-fact-sheet.aspx 5/9/2007
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not ellgible for suppost because the connections ara purchased and fnstalled by the schoo) disirict and Hbrary system.

Example D. Assume that the computers of a school distrct and Ebrary system are connected and ehare Information
among the various gltes and also use the network for volce telecommunications, transmission of point-to-point video, and
Inlemnst acceus. The connactions between slies are /dased from & nen-felecommunications carrler. Assume furlher thet
this metitod of accassing the Inlernet Is the most cosl-effeclve. The proporiionate price of the laased linas for obtalning
[ntamst aceess s efigible for support bul the costs allributable fo the telecommunications sendces are not aligibla. This
eligibls cost must ha determined in accordanca with USAC's cost allocallon guidelines. The remalning price sltibulable to
the leaged connectlons for volca telecommunicalions and tha pelnt-to-point video sewvice is not eligible for support
becauss the sarvice Is not baing provided by an allgible lelecommunications carder.

3. Definition of Internal Connectlons

As praviously Indlcaled, there !s a rabultablo presumpilon that a connaciion doas not constilute an intemal connection {la., iLis a wide
area network) If It crosses a public rght-of-way. See Ellgibio_Services List and Frequepily Asked Qu
Products and Senvices,

4. Evatuation of the Applicant dwnershlp Prohibition

Costs of eligibla telecommunications services and intemet access must nol provide ownership inleras! to applicants, Ellgib!e cosla In
these lwa categories of service ara for provision of sarvicas only, not appiicant ownership.

The FCG has recopnized that somo businass arrengements betwaan an applicant and service provider, even If labelod a lease of
sorvices, can reach essentlally tho same result a8 a prohibited WAN purchase by applicents, USAC wiil nol provide support on an
agraament that ls ifed or doscribad as & lease when, in effact, the terms of (he agresmant constitule a purchase.

Factors evaluated when making this determinallon Include whether the applicant has exclusive access to the WAN facilltias, whelher
a lease-purchase agresment exiats, and whether a substantiel paymant for upfron! capltet cosls is part of the agreement. Contracts
wilh an option for the applioant to purchasa WAN facilifies will not be supporied.

Suppert Is not provided for the Initlal construction costs for WAN facllitles being buiit for the oxclusive use of an applicant, except in
established rurel araas where no acceplable allemnatives exist, Except In such rural areas, applicants are expected to use the shared
Infrastructure faciifies of sarvice providers In onder {o obtaln the most cost-elfactive service,

Allhough proglam auppon may 'noi be used for the full constrichion cosTs of Wids Afea Network facities Tnra mon-furat-area, it may ba
" used for a proporiionate cost of WAN facllifiea that can be shared-smong multiple organizations,

USAG will review conlraciual terms, the technical configuration, and up-front consiruclions costs o delerming whether exclusive use
is belng provided. Costs In funding requesis may be compared agalnet the tolal cosls of a sorvice praviders conttruction projec.
Thete raview steps aliow USAG to datermine whalkier the funding requast is conasistent with a eimple foase of faciilles {sfigite) or
whether it reaches essentially the same resull as a prohlbitad WAN purchase by an applicant (not eligible).

§. Amoriization of Capital investment Costs

Eligible tefecommunicsiions ¢ervices and internsi access can Includa service provider aquipment costs andler a non-recuring charge
for capltal invesiment by the service provigar. However, in cases where the upfront or non-recuring chargs s greater than $500,000,
thia charge must be prorated over a period of atleast thrae yeara,

Costs of eligibla telacommunicaflons services and nlarnet accass must not provide ownership Interest lo applicents, Eligitle costs In
these wo categories of service ang for provision of services only, not applicant owneranlp,

Se T it Your Apallcation for Program Suppert
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